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North Dakota Pipeline Taxation Compared to Montana Pipeline Taxation

Oil and natural gas pipeline companies operating in North Dakota pay higher taxes than those
operating in Montana. The effective property tax rate for oil and natural gas pipeline companies is
nearly identical in the two states. North Dakota's rate is 4.93% and Montana's is 4.94o/o, however
North Dakota levies a 5% sales and use tax on parts and components used for construction and
maintenance of pipelines and Montana does not. Taking into consideration both property tax and

sales tax, North Dakota has a higher tax rate.

For property tax purposes, oil or naturalgas pipelines are centrally assessed by the North Dakota
State Board of Equalization. ln determining the value of pipelines the North Dakota State Board of
Equalization and the tax commissioner take into consideration "the earning power of the property
as shown by its gross earnings and net operating income, the market or actual value of its stocks
and bonds, the value of its franchises, rights, and privileges granted under the laws of this state to

do business in this state, and any other legally established evidences of value (57-06-14,
N.D.C.C.)."

North Dakota applies a 10% tax rate to oil and natural gas pipelines. In 2009 North Dakota
assessed $349,295,480 in value for pipelines in the state. Applying the 10% tax rate, the state had

$34,929,548 of taxable value attributable to pipelines. In 2009 North Dakota levied $17,233,350 in

taxes on pipelines, which equates to an effective tax rate of 4.93%. ln 2009 Montana centrally
assessed $293,703,187 in total pipeline value for the state. $14,500,751 was levied in taxes,
which amounts to an effective tax rate of 4.94%.

Components and parts bought and used in North Dakota for maintenance and construction of
pipelines are subject to the North Dakota sales and use tax. The North Dakota sales and use tax

rate is 5%. Montana has no sales tax, therefore parts and components bought and used in
Montana to maintain and construct pipelines are not charged a sales tax.
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